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Conditions 
HE general business situation has 
continued good in November, with a 
rather more confident sentiment pre- 
vailing in industrial and financial 
centers than in several monte im- 
liately preceding. From month to month 
‘last April the pessimistically inclined 
‘been discounting the tangible evidences 
Scibed Bresking production and traffic by 
ying that this was all related to earlier sales 
‘contracts, and was really water flowing 
g@way from the wheels, They. predicted that 
e petects of gating confidence and slacken- 
soon be visible. That confi- 
c oa disturbed ‘in some degree by the 
ic an ate of last Spring has 
nu ibly true, but we have held to 
opinion that the check thus given to ex- 
Asion was more likely to steady and prolong 
t state of good times than to lead into a con- 
ion of depression, and that good business at 
ist throughout ‘the year seemed reasonably 
tured. Only one month of the year remains, 
id that promises a record-breaking trade. In 
first. eight weeks of the year car-loadings 
| not in any week reach 900,000 cars; in the 
mt.twelve weeks they fell below 900,000 cars 
yut one week, and since the week ended 
y 19 they have fallen below 1,000,000 cars 
ely four weeks. Loadings did not reach 
00,000 cars.in any week of .1922 or 1921, 
din only four weeks of the boom year 1920, 
» the forty-five weeks of 1923 reported. at 
iS writing, the roads have loaded 43,691,728 
fs, which is very close to an average of a 
ion a week, for the entire time. , There 
no better evidence as to the volume of trade 
ir this, and that it has held so well in No- 

is an excellent sign. 


The manufacturing industries of New York 
' ite are almost as varied as those of the 
ited States, and the monthly reports of the 
Mity fe all ts of alla: 4 review ee state of 
th wee ihe ‘= eg well | py 
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month since 1920, except those of last 
and $2.00 higher than in October of 1 
Monthly trade comparisons are now being 
made with months of good business last year, 
but they still make favorable showings. The 
Federal Reserve Bank of New York finds that 
in this district department storé sales in Oc- 
tober were 9.5 per cent over those of October, 
1922, and that saies of mail-order houses not 
only showed an increase of 22 per cent“but in 
Mr exceeded any month since December, 


une, 


Building Operations 


The revival of building..operations is. the 
symptom which carries the most encourage- 
ment.as to probable business conditions, in 
1924. The year 1923 will make a record much 
above that of any pero one in the value 
of construction work. Bradstreet’s returns of 
building permits granted in reporting cities for 
ter’ manths foot up $2,590,709,250, as against 
$2,080,039,978 in the like period of last year. 
It can be argued that this may signify that 
the need for new buildings is being rapidly 
satisfied rather than that another big build- 
ing year is in prospect, but the permits grant- 
ed in the month of October relate to projects 
that will fall mainly in’ next year, and the fact 
that in contemplated cost they aggregate 
$275, 615,943, a sum 30.8 in excess of the per- 
mits granted in October, 1922, and more than 
in any months of 1923 except March and 
April, is good evidence that there is a great 
amount of construction work in contempla+ 
tion for 1924. It may be added that the re- 
ports of the contracts let in October confirm 
the evidence from permits granted. We have 
repeatedly expressed the opifiion that upon 
the amount of construction more than upon 
anything else would depend the general state 
of business in 1924. A pronounced revival in 
the demand for pig iron in November is an- 
other good symptom: for 1924,..This is in be- 
half of foundries preparing for concern about 
activities. _ There need be no, concern abou 
the volume of trade in consu 


ae fee 
‘employment is on a large scale. The ge th 
merchants have been buying in a cautious ¥ Be. 
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for many months gives assurance that stocks 
are moderate and that goods will have to be 
bought and made to supply the demands as 
they materialize. 

e most unsatisfactory feature of the sit- 
uation is the reaction in prices of certain farm 
staples. Wheat has declined about five cents 
per bushel during the past month, due to de- 
velopnients indicating world supplies prob- 
ably in excess of previous estimates. The 
Canadian Minister of Commerce has stated 
this year’s crop of that country at 500,000,000 

the prospects for the coming crops 
in Argentina and Australia, which soon will 
be in harvest are favorable to larger yields 
than last year. Moreover the movement of 
the crop east of the Rocky Mountains indi- 
cates that the yield in this territory may be 
above the estimates. Exports of both wheat 
and flour from the United States in the four 
months, July, August, September and October 
this year have fallen below those of the corre- 
sponding time in 1913, for the first time. 

A prominent Montreal grain firm writes us 
as follows: 

Unfortunately at the present time the grain trade 
is in such a poor condition, owing to the fact that 
the world’s production of wheat is more than their 
requirements and ces have been 
that there is very little business doing and on 
aceount of the unsettled conditions in Europe we 
find it difficult to work with our correspondents with 
whom we have been doing business for years past. 

Have been in the grain trade now for fifty years 
and I never saw conditions as bad as they are at the 

t time as far as doing business is 

e have an enormous surplus of wheat in Canada 
for export and although it is the finest wheat in the 
world we find it very difficult to make sales. 

The premium on cash corn has disappeared, 
and the December delivery is down a little ow- 
ing to the prospect for free marketing. For- 
ward deliveries of corn and oats are about as 
a month ago. Oats have been weaker, although 
closing the month about the same as the month 
before. Cattle and hogs have suffered under 
heavy receipts, the latter being about $1.50 
per hundred weight under prices a year 
ago. This situation is the more disquieting to 
the farmer because of rising prices for what 
he must buy and because of announcements of 
wage increases for railway employes and others 
whose pay in considerable part comes ulti- 
mately from his pocket. In the cotton-pro- 
ducing States, however, the price of that 
staple has advanced so much that even the 
farmers with a small crop may be getting 
more than in normal years, while Texas, 
which has a crop of about 4,000,000 bales, a 
state of prosperity exists seldom if every ex- 
peri in the history of the state. 


The Cotton Industry 
- The price of cotton has gone above 37 cents 
per pound, and possibly may reach the peak 
price of 1920, which was 43.75 cents per 
pound. Current opinion in the trade, based 
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upon ginnings to date, is that even the G 
ernment’s last estimate, 10,250,000 bales, 
too high. Unfavorable weather has been ; 
factor, but the boll weevil bears the main re 
sponsibility. The rising price of cotton ha 
demoralized the cotton goods industry, and 


production is slowing down. The mills are 
operating wholly upon cotton bought at lower 
prices than are now prevailing, and will not 
manufacture for stock at present costs. On 


the other hand, retailers are able to satisfy 


present requirements from stocks made up at 
lower costs, and not until these stocks are ~ 
exhausted will the effects of present at 


upon consumption be knowa. For th 


two years the trade has been discussing pre 
cot- 


able prices when the big accumulation o 

ton which existed at the beginning of the 
crop year 1920-21 was used up. At last it 
has a near view of the situation, although of 
course the final test will come in the latter 
months of this crop year. Scarcity and high 
prices for such a necessity as cotton mean 
hardship for consumers, and that they will not 
only economize in the purchase of cotton 
goods, but in other things in order to buy cot 


ton goods. 
The Pacific Coast 


Conditions on the Pacific Coast are very — 


favorable. The great production of oil has 
brought large sums of money into Southern 
California, and building operations there have 
been on a great scale. The fruit crops are 
good, and although prices are a little lower 
they are remunerative. The Sun Maid Raisin 
Growers are quoting raisins in 25 pound boxes 
for the baking trade at 8% and 9 cents against 
10% and 11 cents a year ago. 

‘The lumber industry on the North Pa 
Coast has been very active, and is riow re 
ceiving large orders from Japan. The wool 
growers are doing well, likewise sugar-beet 
producers. The cattle producers are not yet 
out of their troubles, the pressure of indebted 
ness forcing a liquidation of herds greatly to 
be regretted, as many high-bred cattle which 
should be kept as the foundation of the future 
meat supply have been sacrificed. This is af 
aftermath of the boom years, and although the 


losses are deplorable they signify no more as to the — 


cattle business of the future than the losses to real 
estate in Western cities thirty years ago have sig- 
nified as to the real growth of those cities. 


frozen assets of country banks in cattle and 
wheat territory are resulting in the enforced 


closing of many small institutions, This 
also a part of the debris of the boom years. 


Soft Coal Industry Overdone 
‘The soft coal industry has run into a § 
of depression, due to over-production, 


contrasts in a very striking way with the Te 
ports that have. been current about great pmOr 
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its in the business. A well authenticated au- 
thority in the industry says: 


More mines have been abandoned or closed down 
indefinitely in the State of Illinois in the last six 
months than in any previous period in the history of 
the State. In the six years preceding the war, 1910- 
1915, 110 Illinois mines were closed down or aban- 
doned. This marked the extreme level of depression 
in the Illinois coal industry up to that time, and at 
the end of that period, 24 companies, operating 59 
mines, were placed or continued in bankruptcy or 
receivership, and some half dozen additional proper- 
ties were later compelled to close down. The total 
valuation of these 59 mines, as evidenced by outstand- 
ing stocks and bonds, approximated $28,000,000.00. 


The developments of the past six months would in- 
dicate that so far as closing of mines is concerned, 
the showing of the above mentioned six year period 
will be duplicated in the present slump in a single 
year, or at most, two. 

Incidentally, the same situation prevails in Indiana 
where a total of 69 mines with a gross daily capacity 
of more than 50,000 tons, have either been closed or 
abandoned since January ist, 

This means a reduction in the number of operating 
mines as compared with the first three months of 
1923, 20 per cent for the State of Illinois, and slightly 
over 33 per cent for the State of Indiana, with an 
equal slump in daily potential production in both 
States of about 30 per cent. 

Nor is this all, The 75 per cent of the mines still 
kept running, are finding it possible to operate an 
average of only about two and a half days per week— 
40 per cent time. As a matter of fact, therefore, the 
Illinois and Indiana mines are today producing little 
more than 331/3 per cent of their capacity output. 


Similar conditions are reported in other dis- 


tricts, and this is not in time of industrial de- 
pression. 


Grain from Russia 


As bearing upon the reappearance of Rus- 
sia as an exporter of grain, the following from 
the news columns of the London Times of re- 
cent date is of practical interest: 





Quite one of the most interesting features of the 
freight markets lately has been the activity in the 
chartering of tonnage to load grain in the Black 
Sea and Danube ports. “Activity” is not too strong 
a word to use, since last week vessels were being 
chartered for South Russian ports at an average of 
about three a day. However, the chartering in re- 
cent weeks has been effected in fits and starts, so 
it would not be unnatural if a period of quietness 
followed the “activity,” which seems to have rep- 
resented a real awakening of the South Russian 
grain trade. Varying estimates are current of the 
amount of grain which it is expected Russia will 
export this season. They range around 2,000,000 tons 
of grain of all descriptions; but it would be unwise, 
considering the circumstances of the trade, to ex- 
pect too much of the business for some little time 
to come. The main point which interests grain deal- 
ers and shipowners and shipbrokers is that Russia 
has again to be reckoned with as a source of sup- 
ply in the world’s markets. 


Flax Production 


In view of the low returns realized from 
' wheat this year, the Northwestern farmers 
_ who shifted to flax last Spring have been well 
Tewarded for their good judgment. The con- 
sumption of flax, which is for the production 
of linseed oil, is from 35,000,000 to 40,000,000 
bushels per year in the United States, while 


the crop in 1922 was a little above 11,000,000 
bushels. We have been getting most of our 
flax from Argentina, and much of it has been 
imported to the Lake Erie cities where crush- 
ing mills are located. The domestic production 
of flax has been almost wholly in the four 
Northwestern States, Minnesota, North Da- 
kota, South Dakota and Montana and con- 
siderable imports come from Canada. Last 
Spring, Mr. John M. Mitchell, a St. Paul 
banker, and at that time a member of the Fed- 
eral Reserve Board, a body which has been 
represented to the farmers as having been the 
deliberate agency of their distress, made an 
extended trip into the wheat and flax-growing 
territory at his own expense for the express 
purpose of urging the farmers to plant less 
wheat and more flax. Other bankers and 
business men joined in the effort, and this 
year production of flax in the four States 
named is officially estimated at over 19,000,000 
bushels, and while the yield per acre has been 
as large as of wheat the price has been more 
than twice as much. This is a demonstration 
of intelligent diversification. 


Secretary Mellon’s Plan of Tax Revision 


Under date of November 10, the Secretary 
of thé Treasury, Mr. Mellon, addressed to the 
Hon. William R. Green, Chairman of the Com- 
mittee on Ways and Means, House of Repre- 
sentatives, a letter in which he reviewed the 
financial situation of the Government and pro- 
posed a plan for the revision of certain taxes 
which is estimated, on the basis of present 
revenues, as providing in the aggregate a net 
reduction of about $323,000,000. 

Of this surrendered revenue about $70,000,- 
000 would result from the repeal of the tax on 
admissions, the bulk of which is now paid by 
the patrons of moving picture theatres, $30,- 
000,000 from the repeal of taxes on telegrams, 
telephone messages, etc., and the remainder 
from a revision and reduction of the income 
taxes, mainly in the lower schedules, as de- 
scribed below. 


Twenty-five Per Cent Reduction in Case of 
Earned Incomes 


The policy of discriminating between in- 
comes earned by personal services and in- 
comes from invested capital has been adopted 
in other countries, including Great Britain, 
but up to this time has not found place in the 
revenue laws of the United States. The argu- 
ment for it is stated in a very few words, by 
the Secretary, as follows: 

The fairness of taxing more lightly income from 
wages, salaries and professional services than the 
income from a business or from investment is be- 
yond question. In the first case, the income is un- 


certain and limited in duration; sickness or death 
destroys it and old age diminishes it. In the other, 
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the source of the income continues; it may be dis- 
posed of during a man’s life and it descends to his 


It is estimated that this amendment will 
mean a loss in revenue of about $97,500,000 a 
year, the greater part of which falls in the 
lower income brackets. 


‘Reduction of Normal Tax 


It is proposed that where the present nor- 
mal tax is 4 per cent it be reduced to 3 per 
cent, and that where it is now 8 per cent it be 
reduced to 6 per cent. 

This affects all personal incomes, but both 
in number of tax-payers and in the aggregate 
of taxes relinquished its chief importance is in 
the lower schedules. The total loss of reve- 
nue is estimated at $91,600,000, of which $64,- 
500,000 is in the schedules up to and including 
incomes of $6,000, and $80,600,000 in the sched- 
ules up to and including $10,000. Only $3,- 
100,000 falls in incomes of over $100,000. 


Reduction of Surtaxes 


It is proposed that the surtaxes upon in- 
comes under $10,000 be eliminated entirely, 
and that upon incomes above this amount they 
be scaled progressively upwards to 25 per 
cent on those of $100,000 and over. 

The total loss of revenue from this elimina- 
tion and reduction of surtaxes is estimated at 
$101,800,000, of which $17,500,000 would be 
from incomes up to $10,000 per year and $48,- 
700,000 from incomes of over $100,000 per 
year. 

This estimate of the loss of revenue from 
the proposed revision of the surtaxes, how- 
ever, is based upon the returns being realized 
under the present surtaxes, and the Secretary 
bases his plan upon the belief that under it 
the revenues from the surtaxes as a matter of 
fact will not fall off at all, but probably in- 
crease. He says that “the Treasury recom- 
mends the readjustment not in order to reduce 
the revenues but as a means of saving the 
productivity of the surtaxes. In the long run 
it will mean higher rather than lower revenues 
from the surtaxes.” 

Upon this point we quote from the Secre- 
tary’s letter to Mr. Green, in order to give 
the argument in his own language: 

The readjustment of the surtaxes is not in any 
sense a partisan measure. It has been recommended, 
on substantially this basis, by every Secretary of the 
Treasury since the end of the war, irrespective of 
party. The present system is a failure. It was an 
emergency measure, adopted under the pressure of 
war necessity and not to be counted upon as a per- 
manent part of our revenue structure. For a short 
period the surtaxes yielded much revenue, .but their 
productivity has been constantly shrinking and the 
Treasury’s experience shows that the high rates now 
in effect are progressively becoming less productive 
of revenue. See Table II, hereto attached. The high 
rates put pressure on taxpayers to reduce their tax- 
able income, tend to destroy individual initiative and 


en seriously impede the development of 
productive business. Taxpayers subject to the higher 
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rates can not afford, for example, to invest in Amerix 


can railroads or industries or embark upon new en- 


terprises in the face of taxes that will take 50 
cent or more of any return that may be 

These taxpayers are withdrawing their capital from 
productive business and investing it instead in : 
exempt securities and adopting other lawful m . 
ods of avoiding the realization of taxable 

The result is to stop business transactions 
would normally go through, and to discourage men 
of wealth from taking the risks which are incidental 
to the development of new business. Ways will al- 
ways be found to avoid taxes so destructive in their 
nature, and the only way to save the situation ig 
to put the taxes on a reasonable basis that will per- 
mit business to go on and industry to develop, 
This, I believe, the readjustment herein recommended 
will accomplish, and it will not only produce 
revenues but at the same time establish industry 
and trade on a healthier basis throughout the coun- 
try. The alternative is a gradual breakdown in the 
system, and a perversion of industry that stifles our 
progress as a nation. 

The growth of tax-exempt securities, which has 
resulted directly from the high rates of surtax, is at 
the same time encouraging extravagance and reck- 
less expenditure on the part of local authorities, 
These State and local securities will ultimately have 
to be paid, principal and interest, out of taxes, thus 
contributing directly to the heavy local taxation 
which bears so hard on the farmers and small prop- 
erty owners. There is no immediate remedy for this 
within the power of Congress except the readjust- 
ment of the surtaxes on a basis that will permit 
capital to seek productive employment and keep it 
from exhausting itself in tax-exempt securities, The 
productive use of capital in our railroads and indus- 
tries will also tend to bring lower costs for transpor- 
tation and manufactured products, thus helping to 
relieve the farmer from the maladjustment from 
which he now suffers 


_ The Government Actuary calculates a total 
sacrifice of immediate revenues from the pro- 
posed alterations in the income taxes of $222, 
900,000, of which about $92,000,000 would be 
in the brackets under $6,000,000 and $144,000,- 


000 in the brackets up to $10,000. In short, . 


on the basis of present revenues about 70 per 
cent of the reduction would belong to the in- 
comes of $10,000 and under, and less than 5 
per cent to the incomes of $100,000 and over, 
while in actual results the Treasury would ex- 
pect to realize larger revenues from the latter 
class of incomes than heretofore. 


Other Charges 


The Secretary recommends three other 
amendments to the income tax provisions all 
of which are intended to save revenue to the 
Treasury. We quote his statements upon 
these in full: 


4. Limit the deduction of capital losses to 12% per 
cent of the loss.—The present revenue law limits the 
tax on capital gains to 12% per cent but puts no 
limit on the capital losses. It is believed it would 
be sounder taxation policy generally not to recog- 
nize either capital gain or capital loss for purposes 
of income tax. This is the policy adopted in practi- 
cally all other countries having income tax laws, but 
it has not been the policy in the United States. In 
all probability, more revenue has been lost to the 
Government by permitting the deduction of capital 
losses than has been realized by including capital 
gains as income. So long, however, as our law rec- 
ognizes capital gains and capital losses for income 
tax purposes, gain and loss should be placed upon 
the same basis, and the provision of the 1921 Act 
taxing capital gains at 12% per cent should be ex- 
tended to capital losses, so that the amount by 
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the tax may be reduced by the capital loss will not 
exceed 12% per cent of the loss. It is estimated 
that this will increase the revenues by about 
a 000,000. 

. Limit the deductions from gross income for in- 
seins paid during the year and for losses not of a 
business character to the amount the sum of these 
items exceeds tax-exempt income of the taxpayer.— 
The 1921 Act provides that interest on indebtedness 
to acquire or carry tax-exempt securities is not de- 
ductible. This provision is ineffective because a tax- 
payer may purchase tax-exempt securities for cash 
and borrow money for other purposes. It is felt also 
that so long as a taxpayer has income which is not 
reached for taxation, he should not be permitted to 
deduct his nonbusiness losses from the income which 
is taxable, but should be restricted in the first in- 
stance to a deduction of these losses from his non- 
taxable income. The estimated increase of revenue 
from this source is $35,000,000, 

6. Tax community property income to the spouse 
having control of the income.—In some States the 
income of the husband is a joint income of the hus- 
band and wife, and each, therefore, is permitted to 
file a return for one-half of the income. This gives 
an unfair advantage to the citizens of those States 
over the citizens of the other States of this coun- 
try, and this amendment seeks to restore the equal- 
ity. It is estimated that it will increase revenues by 
$8,000,000. 


To these proposals affecting revenues the 
Secretary adds another, that a Board of Tax 
Appeals be established in the Treasury, inde- 
pendent of the Bureau of Internal Revenue, 
to hear appeals from the decisions of the ad- 
ministrative officials. This is to assure an im- 
partial hearing upon controversial questions, 
in the interest of justice. It is a well-known 
fact that administrative officials are prone to 
solve all doubts in favor of the government, 
forcing claimants whose contentions are sub- 
sequently found to be justified to resort to the 
expense and delay involved in an appeal to the 
courts; The Treasury itself should endeavor 
to settle such cases. 


Sum of Proposed Revision 


Decrease Increase 

(in mil- (in mil- 

lionsof lions of 

dollars) dollars) 
Reduction of 25% in tax on earned 

















income 97 Tea 
Reduction in normal tax... 92 a 
Readjustment of surtax rates.. 102 nani 
Capital loss limited to 12%% one 26 
Interest and capital loss deductions 
limited “aa 35 
Community property amendment......  ... 8 
Repeal of telegraph and telephone 
tax 
Repeal of admissions tak........cssrsees 70 
Total 391 68 
68 
Net loss 323 
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The Secretary gives the table below, show- 
ing the decline since 1916 in the reported 
incomes of over $300,000, compared with the 
total of all reported incomes, supporting his 
argument that the present high surtaxes are 
not successful as revenue producers. 


Economy Necessary to the Plan 


The. Secretary concludes his letter with the 
following : 


The present burden of taxation is heavy. The rev- 
enues of the Government are sufficient to justify 
substantial reductions and the people of the country 
should receive the benefits. No program, ar 
is feasible if the Government is to be committed to 
new and extraordinary expenditures. The recom- 
mendations for tax reduction set forth in this letter 
are only possible if the Government keeps within the 
program of expenditure which the Bureau of the 
Budget has laid down at the direction of the Presi- 
dent. New or enlarged expenditures would quickly 
eat up the in of revenue which now appears 
to be available for reducing the burden of taxation, 
and to embark on any soldiers’ bonus such as was 
considered in the last Congress or any other program 
calling for similarly large expenditure would make it 
necessary to drop all consideration of tax reduction 
and consider instead ways and means for providing 
additional revenue. A soldiers’ bonus would post- 
pone tax reduction not for one but for many years 
to come. It would mean an increase ra than a 
decrease in taxes, for in the long run it could be 
paid only out of moneys collected by the Govern- 
ment from the people in the form of taxes. Through- 
out its consideration of the problem the Treasury 
has proceeded on the theory that the country would 
prefer a substantial reduction of taxation to the in- 
creased taxes that would necessarily follow from a 
soldiers’ bonus, and I have faith to believe that it is 
justified in that understanding. Certainly there is 
nothing better calculated to promote the well-being 
and happiness of the whole country than a measure 
that will lift, in some degree, the burden of taxation 
that now weighs so heavily on all. 


Up to the Country 


Secretary Mellon has offered a feasible plan 
of tax-reduction, the effects of which if adopt- 
ed are certain to be seen in a new impetus to 
industry and business of all kinds. The coun- 
try is in need of such an impetus at this time. 
Business is in an uncertain state and would 
be greatly helped by action that would re- 
vive general confidence. The prospect for a 
settlement of European troubles is not hope- 
ful, and this country must continue to look 
mainly to its own industrial activities and its 
own industrial leadership for the employment 
of its workers and the consumption of the 
products of its farms, mines and factories, It 
must tide over the period of restriction in 
world trade by stimulating activity at home. 





TABLE SHOWING DECLINE OF TAXABLE INCOMES OVER $300,000 





Number of returns 


Dividends and interest 








Incomes Net income on investments 
Year All classes over All classes 
$300,000 Incomes over Incomes over 
$300,000 All classes $300,000 
RERRER GE Bias Select - 437,036 1,296 $6,298,577,620 $992,972,986 $3,217,348,030 $706,945,738 
% .. 3,472,890 1,015 13,652,383,207 731,372,153 3,785,557,955 616,119,892 
4,425,114 627 15,924,639,355 401,107,868 3,872,234,9385 344,111,461 
5,332,760 679 19,859,491,448 440,011,589 3,954,553,925 314,984,884 
7,259,944 395 23,736,629,183 246,354,585 4,445,145,223 229,052,039 
6,662,176 246 19,577,212,528 153,534,805 4,167,291,294 155,370,228" , 
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We need to support and encourage the spirit 
of enterprise throughout this country in the 
coming year by every practicable means. Con- 
struction work has been the basis of the re- 
vival of business in the past year. The dif- 
ference between good times and bad times, be- 
tween full employment and half-idle indus- 
tries, is mainly in the amount of construction 
work under way. The volume of construc- 
tion work depends upon the pulse of confi- 
dence and the supply of new capital flowing 
into the investment fund. The old industries 
are kept busy in large part by the equipment 
and development of new industries, and when 
confidence is dead, industry dwindles away. 
Taxes which take a large part of the earnings 
may be endured by established industries, but 
new enterprises are involved in risks, and it 
is a serious deterrent to new ventures that 
losses must be wholly borne by the investor 
while the Government stands ready in the 
event of success to take a great share of the 
profits. Such conditions do not promote the 
spirit of enterprise which the country is need- 
ing at this time. 


The Opposition 


Of course there arises an outcry against tak- 
ing the taxes off of “vast incomes created by 
war profits,” etc., which has no more meaning 
than beating a tom tom. So far as war 
profits are concerned, those which were not 
paid in taxes at the time have been in great 
part lost since. They are not a tangible 
factor in the wealth of the country, there is no 
way of finding or distinguishing them, and 
the man who talks about them can be written 
down as one who has nothing of any conse- 
quence to say. To the general argument 
against relieving the rich of taxes, the state- 
ments from the Secretary’s letter afford a re- 
ply that cannot fail to be convincing to those 
who give attention to them. The proposals 
are not designed to take the taxes off the 
rich. The reductions that will be effective 
are mainly upon moderate incomes, while 
the rate reductions upon large incomes are 
intended to increase the Treasury revenues. 
The great body of thrifty, effective people of 
moderate incomes will receive a substantial 
relief from taxation under the plan, and will 
have more to invest in enterprises which 
will give employment to labor, increase the 
productive capacity of the country and con- 
tribute to the national independence and pros- 
perity in this time of world disorganization 
and uncertainty. 

The situation has been placed clearly and 
squarely up to the country, in a most illumi- 
nating statement. Everybody can under- 
stand it, and everybody should be interested 
in it, and show his interest in some manner 
that will let his views be known. It is a 
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clear-cut issue and in this case it would be 
fortunate if it were practicable to have a ree 
erendum with everybody required to vote on 
it. So far as can be judged from the press 
and individual expressions the response, par- 


ticularly in business circles, has been immedi- 


ate and overwhelmingly favorable. 


The Bonus Proposition 


It is probably unfortunate that the Secre- 
tary’s proposals are in any way involved with 
the proposal to pay a “bonus,” or provide for 
“readjusted pay,” to the soldiers. Nobody 
wants to antagonize the soldiers or appear to 
be lacking in appreciation of their services. 
The services rendered by soldiers to their 
country are indeed so great as to be immeas- 
urable and beyond any calculation of mone- 
tary compensation. Men take arms to defend 
their country’s rights as men take arms to de- 
fend their homes and the inheritance which 
will belong to their children. This does not 
signify that no financial obligations run from 
the country to the soldiers. The appropria- 
tions of over $400,000,000 per year (a sum 
about equal to one-half the total annual ex- 
penditures of the government before the war) 
for those suffering from disabilities are ap- 
proved by all. That obligation must be met m 
unstinted measure. It is assumed that in due 
time whether the pending “readjustment” is 
made or not, pensions will be liberally granted 
to all who become incapacitated, from any 
cause. The country never will be unmindful of 
the services that have been rendered, and 
gratitude will be shown in many ways. The 
objections raised to undertaking great money 
payments at this time is that they cannot 
be made without a derangement of industry 
and business too serious to be regarded with- 
out apprehension. It is not too much to say 
that many of the advocates of such a measure 
have little comprehension of what is involved. 
The soldiers themselves have more to gain 
by general prosperity, affording full employ- 
ment and business opportunities at this 
period of their lives, than by any payments 
which it is practicable to give them from the 
Treasury. 


Cost of a Bonus Measure 


Statements are made to the effect that a 
bonus bill will require only about $80,000,000 
in the first year, and this was the estimate for 
the Fordney bill. The estimate of the number 
of eligibles under that bill, however, as given 
in the House Committee report was 4,458,199. 
It is obvious that $80,000,000 divided among 
this number would give only about $18 apiece, 
and that such a measure is more of a subter- 
fuge thau a real settlement. Such an annual 


payment is not even the beginning of the real 
payment—voi even interest on the contem= 
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plated payment. The fact that such a sum is 
named as an annual installment shows un- 
willingness to face the real problem. 

The cost of the bonus provided by the 
Fordney bill, vetoed by President Harding, 


was estimated by the House Committee at 


- $4,098,719,350 at the end of twenty years, but 


this contemplated the payment of $3,154,823- 
350 in the last year, which would be imprac- 
ticable. Undoubtedly this remaining debt 
would be refunded and interest paid upon it 
for many years thereafter. Moreover, a mis- 
taken idea is prevalent as to the ease with 
which large payments can be made by means 
of bond issues. It is a mistake to think that 
the burden is thereby shifted wholly to the fu- 
ture. Whatever the soldiers receive now 
somebody must pay now. It is not of course 
as difficult and immediately disastrous to raise 
great sums by bond issues as by taxes, but in 
the long run it may be even more disastrous. 
In either case it involves a violent change in 
the normal flow of the national income and 
probably a harmful expansion of credit. It 
must not be overlooked, first, that govern- 
ment loans cannot be floated in time of peace 
as they were floated in war time, and, second, 
that the government borrowings in war time 
caused a great derangement of prices and 
financial relationships, and that the subsequent 
fall of prices and hardships were a part of the 
unavoidable results of that inflation of credit. 
Do we want to go through such experiences 
again? Did nobody suffer from them but the 
rich? Any attempt to borrow the amount of 
money required to meet the cost of any of 
the proposed measures would demoralize all 
the security markets, interfere with the financ- 
ing of industries and have a disastrous effect 
upon business and regular employment. The 
only sound way that the government can ob- 
tain money for the payments it desires to make 
is by obtaining it from the savings of the peo- 
ple either by taxation or loans, and if it at- 
tempts to secure a very large amount at once 
it will interfere with the regular flow of new 
capital upon which the normal life and growth 
of industry depends. 


Example of the British Debt 


There is reason to believe that the soldiers 
are chiefly interested because they hope to get 
around sum at an early day, with which they 
May set up in business, or do something of 
some immediate importance. But the diffi- 
culty about the payment of such a great sum, 
and the ultimate cost, is illustrated by the 
terms of the debt of $4,600,000,000 from the 
British government to the United States gov- 
ernment. The payments in this case are ex- 
‘tended over a period of sixty-two years and 


_ including interest aggregate over $11,000,- 


000,000. It would take longer than that and 
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more money than that to pay the bonus, on 
the basis of $80,000,000 per year, for that 
amount would not cover interest on the prin- 
cipal sum, and the longer the debt ran the 
greater it would be. Is this anything like what 
the soldiers want? Are they really interested 
in such a long drawn out proposal as that? 

The problem involved in the bonus proposal 
should be faced squarely and not with talk 
about payments of $80,000,000 per year. Ap- 
parently the friends of the measure themselves 
recognize the danger of diverting from. the 
regular channels of business anything like the 
sums required to pay the bonus within nearby 
time. 

It is possible to make the bonus payments 
over an extended period of years and without 
seriously disturbing the flow of capital into in- 
dustry, provided everybody is willing to make 
a moderate contribution and curtail other ex- 
penditures for that purpose. We ought to have 
paid for the war in that way to a much greater 
extent than we have done, and failure to do so 
accounts for most of the trouble we have had. 
Moreover, a bonus to which all of the people 
made some contribution would be a patriotic 
offering in which all the nation might have 
satisfaction. The serious problem in which 
the bonus proposal is involved arises from 
the fact that the advocates are intent upon 
placing the burden of payments upon a few, 
by bond issues or special taxes, and the effect 
of this must be to seize upon the supplies 
necessary to maintain industry at a normal 
and regular pace. 


Price Fixing in Argentina 





Cable dispatches and private advices from 
Buenos Aires during the past two months 
have brought an interesting story of govern- 
mental attempts to give relief to the cattle 
industry of Argentina from the conditions of 
distress which have been prevailing there, as 
in other cattle-growing countries. It is worth 
noting to begin with that the United States 
is not the only country in which cattle have 
declined in value or where cattle-growers have 
been passing through hard times. The funda- 
mental cause has been the same in all coun- 
tries, to-wit: a highly stimulated demand 
for meat during the war and the flush times 
following, then the great slump in the Euro- 
pean demand and the fall of prices every- 
where, not alone in cattle but in raw materials 
and all the commodities of international trade. 
The fall of prices would not of itself have 
been so serious, but in Argentina as elsewhere 
cattle-growers had bid up the price of stock 
cattle and young stock on each other in com- 
petitive efforts to increase their herds, and 
had gone into debt for this purpose. The fall 
of prices caught them in an extended position, 
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just as it did many business men in all lines. 
Of course it was not the Federal Reserve sys- 
tem that did it in Argentina, Australia, Great 
Britain or Canada, in all of which countries 
the situation has been quite as bad as in the 
United States, where the Federal Reserve sys 
tem is blamed. 


As cattle-growing is an even more impor- 
tant industry relatively in Argentina than in 
the United States there has been a strong de- 
mand for governmental relief and this became 
the dominating question in politics. 


Our advices say that the Report of the Fed- 
eral Trade Commission of the United States 
upon the packing industry in this country, to- 
gether with the action of the American Con- 
gress in passing the act for the regulation of 
the packing industry, has been an important 
factor in the agitation in Argentina. The 
American packers are operating there, and 
the report of an American official body in 
which the packers were represented as a 
“trust” requiring regulation, naturally carried 
weight there. Extracts from the report were 
reprinted in pamphlet form in the Spanish 
language and circulated. This agitation re- 
sulted in the passage of four laws intended to 
benefit cattle-growers, the character and ef- 
fects of which are described by a well-in- 
formed correspondent as follows: 


1. A law stipulating that all live stock must be 
purchased by live weight. 

2. A law authorizing the construction and opera- 
tion of a packing house and freezing plant to be 
operated by the government for the benefit of live 
stock producers, this plant to cost ten million Argen- 
tine paper dollars and to be financed in part by spe- 
cial taxes on private packing companies now estab- 
lished in the Argentine. 


3. A law providing for licensing and supervision 
of packing companies. 

4. A law providing for the fixing of minimum 
prices to be paid for cattle intended for export, and 
for the fixing of a maximum selling price of meat 
intended for internal consumption. This law also 
provided that a commission of six members be 
created, to determine the minimum prices that shall 
be put in force by executive decree. This commis- 
sion to be constituted as follows: one from the 
Federation of Rural Societies; one from the Argen- 
tine Rural ‘Society; one from the Agrarian League; 
one to represent the packing companies; one to rep- 
resent the city of Buenos Aires; one to represent 
the Executive Power of the Government. It was 
provided that the Minister of Agriculture should 
preside. 

This price-fixing law was passed on October 3rd, 
1923, and became effective at once. No time was 
lost in assembling the committee of six, except that 
the packers, regarding the law as unworkable and 
unconstitutional, indicated their opposition to the 
whole scheme by declining representation. 

As a result of the deliberation of the other five 
members of the committee, an executive decree was 
issued, establishing minimum prices to become ef- 
fective October 17th and remain in force until No- 
vember 30th. Prices applied to the three qualities 
of cattle that are bought for export, and did not 
apply to the class of cattle bought for local con- 
sumption. The decree establishing minimum prices 
also prescribed that cattle should not only be bought 
on live weight basis, but that the weighing must be 
done at interior points, and it was also specified that 








the same price should be paid for cattle = oe ef 


they originated, at points near or remote from 
of exportation. 

The British and American packing companies, who 
are the principal purchasers of cattle, declared it 
impossible to operate under such restrictions, and 
immediately stopped buying cattle for export. Not 
only was the principle of the minimum price un- 
workable, but the requirement that cattle be weighed 
at interior points (where no suitable scales were 
in existence), and the establishment of a flat price 
for all points (disregarding freight differentials), 
made the decree doubly unworkable. 

The whole industry was naturally thrown into a 
chaotic condition The large live stock producers 
almost immediately realized the impossibility of car- 
rying out such a law, and telegrams urging the sus- 
pension of the decree and repeal of the law began 
to pour in to the Minister of Agriculture It might 
be said in defense of this official that although he 
had been largely responsible for carrying on the 
agitation against the packers, he had balked at the 
minimum price law enacted by the Argentine Con- 
gress and actually resigned his position, alt 
he was induced to withdraw his resignation at 
request of the president of the country. 

As a result of the impossible situation caused by 
the law and the decree establishing minimum prices, 
the decree was suspended for a period of six months 
by executive action on November 7th. Whether this 
will also mean final repeal of the law, it is impos- 
sible at present to say, but the evidence seems to be 
clear that there has been a revulsion of feeling to- 
ward any such law, and it is doubtful if any at- 
tempt is made in the future to enforce it. 

The price of cattle in the Argentine necessarily 
depends on the price of meat in Europe, and espe- 
cially in England. It was intended that the mini- 
mum price fixed by the Argentine law should cover 
cost of producton to cattle raisers, irrespective of 
the actual value of the meat in world markets. The 
absurdity of such a proposal is obvious. 


The attempt of Argentina to fix arbitrarily 
the prices of products which must be sold in 
world markets is on a par with similar pro- 
posals in the United States. Neither coun- 
try has such a command over foreign markets 
as will enable it to do so, the effect if tried 
by either being simply to exclude its prod- 
ucts from foreign markets. 

This is not the first time that the attacks 
of the Federal Trade Commission on the 
American packers has been made the basis 
of legislation or proposals for legislation in 
foreign countries. Extracts from its report 
were re-printed in Australia as the basis of 
opposition to their being allowed to do busi- 
ness there, and the Prime Minister of Aus- 


tralia speaking in the Imperial Conference last 


month in London, urged the menace of the 
“American beef trust” to the British public as 
one of his principal arguments in behalf of 
preferential British duties upon live stock and 
food products in favor of the colonies and 
against all producers outside of the British 
Empire. 

These attacks upon American packers 
wherever they may be operating are attacks 
upon American business, and the efforts to ex- 
clude them from the markets of Great Britain 
if successful would be directly injurious t0 
the live-stock growers of this country. — 
there was any basis in truth for these official 
attacks they would be of course jus 
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but in fact the American beef packing indus- 
try is one of the most efficient and useful in- 
dustries in the world, rendering a highly- 
organized service to producers and consumers 
upon a margin of profit so small that the 
packers’ chief trouble has been the refusal of 
the public to believe the truth, although the 
evidence has been conclusive. To suppose 
that the packers thus voluntarily restrict their 
profits would be to give them credit for an 
altruism that they do not profess, and it is safe 
to conclude that the conditions surrounding 
the industry are such that they are unable to 
get more. The bankers of this country, who 
have been accustomed to lend large sums to 
finance the industry, and naturally have in- 
sisted upon full information about the earn- 
ings, always have known that the business 
was highly competitive and conducted upon 
exceedingly small margins, but such practical 
information as bankers seek counts for nothing 
against political agitation. Nor does the fact 
that the packers have suffered heavy losses 
along with the farmers by the decline in live 
stock products. 


Disordered Trade 


Some idea of the disordered conditions of 
trade in Central Europe resulting from the 
creation of several new nations with the new 
boundaries and customs barriers may be had 
from the following account by a correspond- 
ent of the “Northwestern Miller.” The con- 
trolling purpose in the political reorganiza- 
tion of this territory has been that of giving 
national life to the various racial groups, an 
arrangement which is expected to make for 
contentment and the general well-being in the 
long run. The immediate effect however is to 
develop national spirit and stimulate all of 
these peoples with the ambition to be eco- 
nomically independent so far as possible. In 
legislating with this object in view they cut 
across the channels of trade that have devel- 
oped over a long period of time, and compel 
readjustments which temporarily at least are 
demoralizing and costly. The industries must 
be shifted to a considerable extent, which 
means that old capital is depreciated and that 
new capital must be found for these purposes 
in addition to all the other demands, which 
since the war have been almost limitless. This 
is one of the influences which has contributed 
to unemployment, budget deficits, disordered 
currencies, and the other ills from which 
Europe has been suffering. 


It is true, of course, that industrial develop- 
ment throughout this region has been artifi- 
cially directed, in considerable degree in the 
te but within the boundaries of the Austro- 

ungarian empire trade was free. While it 
is perfectly natural that these new national 
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units should want to feel a sense of eco- 
nomic security, it is also evident that the 
highest welfare of the populations would be 
served by a United States of Europe, with the 
largest possible freedom for economic activi- 
ties over the entire continent. 


The article in the Northwestern Miller 
gives an account of the milling industry of 
Hungary before the war and since. It says: 


Even with the limitations created by competition 
from America, Hungary’s export flour trade up to 
the beginning of the World War was the. largest 
single item in its foreign commerce. In 1911 its flour 
exports were valued at 253,933,000 crowns, or about 
fifty million dollars; wheat exports came next, with 
a total value of 115,464,000 crowns. Large quantities 
of corn, barley, rye and oats were also shipped 
abroad, but the total combined value of the 
exports was only a little in excess of that of the 
wheat flour shipment alone. 

Then came the war. While it lasted the Hun- 
garian mills were kept busy, under government con- 
trol, and had ample supplies of wheat, drawn not 
only from Hungary itself, but likewise from the 
Ukraine, Roumania and Bulgaria. With peace and 
the recognition of defeat there were new problems 
to face, and, once again, Hungarian industry found 
itself the prey of international politics. 

In the first place, some of the best wheat growing 
territory of what was formerly Hungary has now 
been transferred to other governments; Roumania, 
Czecho-Slovakia and Jugo-Slavia have all made se- 
vere inroads on Hungary’s wheat supply. Unfortun- 
ately for the Hungarian millers, these countries are 
not permitting the free exportation of wheat. Rou- 
mania, which now holds all of Transylvania, has re- 
cently prohibited all wheat exports on account of its 
crop shortage; Jugo-Slavia imposes a virtually pro- 
hibitive export tax on wheat. 

What this means is clearly shown by the figures. 
Before the war the Hungarian mills had, in the 
wheat production of the Austro-Hungarian empire, 
from two hundred to two hundred and seventy-five 
million bushels of wheat annually to draw on; in 
the past three years the average annual wheat pro- 
duction of Austria and Hungary together has been less 
than fifty million bushels. Hungary cannot go into the 
open market for wheat. Its immediate neighbors will 
not sell, for political and economical reasons; the 
great wheat exporting nations cannot afford to do 
business extensively with Hungary, on account of 
the utterly demoralized state of Hungarian exchange, 

Even if Hungary had adequate supplies of wheat, 
there remains the problem of finding profitable mar- 
kets. Austria is impoverished to such a point as to 
be scarcely able to pay for anything. Czecho- 
Slovakia within the past three months has virtually 
prohibited flour imports from Hungary, alleging as a 
reason the large stocks of American flour on hand. 
Most of those who are eager to buy flour from Hun- 
gary have no money; those who can afford to pay 
for it are cutting down their flour imports in order 
to strengthen their own milling industries. 


The Fiume situation illustrates how politi- 
cal and racial ambitions conflict with eco- 
nomic interests. The population of Fiume is 
chiefly Italian, but the city is the port of Jugo- 
Slavia, and its trade depends upon relations 
with Jugo-Slavia. For this reason the Peace 
Conference proposed to give Fiume to Jugo- 
Slavia, but a revolt occurred and it was made 
a free city. 

The status, however, has been unsettled, 
and Mussolini desires to attach the city defi- 
nitely to Italy. Jugo-Slavia is not likely to 
be content without a port in its own territory, 
and probably will develop one. It has a num- 
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ber of harbors on the Adriatic, but owing to 
the mountain range which parallels the coast 
it is difficult to connect them with the interior 
by rail. 

Mr. D. F. Andracevic, who represents the 
o— (Adriatic Bank) of Belgrade in 

ew York, is quoted as saying upon this 
point: 

The ancient Jugoslav city of Dubrovnik (Ragusa) 
in past ‘ages was known as the “Athens of the Jugo- 
slavs” for its maritime prowess and cultural heights, 
and its mariners were famous sea fighters and daring 
explorers. It was from here that Christopher Co- 
lumbus secured his seamen for his voyage of discov- 
ery, and now after many centuries, famed engineers 
have decided that this ancient harbor should be re- 
built and after its rail conenctions with the interior 
are finished, it looks as though modern argosies from 
this ancient Jugosiav harbor, which played such an 


important part in American history, will be sailing 
into New York harbor, and to other Amercan ports. 


Government Regulation 


In Rumania the government has undertaken 
the regulation of business with a firm hand, 
and although it is chiefly an agricultural coun- 
try, the farmers are very much dissatisfied 
with the policies. In fact nobody seems to be 
happy over the conditions. The people who 
favor governmental interference in business 
affairs, do so only upon condition that it will 
be the kind of regulation approved of by 
them. If they are growing wheat it must be 
legislation that will raise the price of wheat 
without raising any other prices; if they are 
mining coal, they would like the government 
to take over the coal mines and raise the 
wages in that industry, and so on. 

In actual practice government regulation 
means dictatorship by a few individuals, and 
although they may be clever politicians, elo- 
quent speech-makers, and even exceptionally 
able men in some lines and entirely sincere in 
their purpose to govern well, they are quite 
certain to prove inadequate to the task of 
managing all the industries of a country. 

The London Times has a letter from Ru- 
mania, telling something of government regu- 
lation there, from which the following extract 
is taken: 

M. Vintila Bratianu, the Prime Minister’s brother, 
who is the Minister of Finance, has his own theory 


living cheap. Agriculture, the main industry of the 
The amount of 
wheat grown is on the decline, because the price is 
controlled. There is an embargo on the export of 


cost of living continues to rise. Rigid econ- 
omy has been made in the Budget with the object of 
stabilizing the leu. As a result the Government em- 
ployees are so miserably underpaid that they cannot 
live without taking bribes, while the railways are a 
The leu continues 


sound, does not make the Government popular. 

The general result is that business is dead. The 
peasant, who was rewarded at the end of the war 
with a plot of land, finds no encouragement to culti- 
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vate it. The landowning classes, who made grea 
sacrifices to satisfy the peasants, have got nothing | 
return except rising prices and depreciating iny 
ments. The new provinces are paving a heavy 
for having joined Rumania, and there discont 
reaches its highest. 


Recent reports from Rumania have stated 


that money was so stringent that credit wag 
being strictly rationed by the national bank, 


and that borrowers in good standing were 


paying as high as 50 per cent interest. 


Economic Discussion 





The Institute of Economics, Washington, 
D. C., is an organization founded about a year 
ago by the Carnegie Corporation, with support 
provided for a term of years, the purpose 
being the study by competent persons of eco- 
nomic subjects of public importance. The 
Carnegie Corporation in announcing the es- 
tablishment of the Institute made the follow: 
ing statement: 

In committing to the Trustees the administration 
of the endowment of the Institute of Economics, 
over which the Corporation will have no control 
whatsoever, it has in mind a single purpose—name- 
ly, that the Institute shall be conducted with the 
sole object of ascertaining the facts about current 
economic problems and of interpreting these facts 
for the people of the United States in the most 
simple and understandable form. The Institute shall 
be administered by its trustees without regard to 
the special interests of any group in the body politic, 
either political, social or economic. 

The trustees named by the Carnegie Cor- 
poration are as follows: 

Edwin A. Alderman, President University of Vir- 
ginia; Robert 8S. Brookings, Whitefoord R. Cole, 
Arthur T. Hadley, President Emeritus, Yale Univer- 
sity; David F. Houston, Ex-Secretary of the Treas- 
ury; Charles L. Hutchinson, President Art Institute, 
Chicago; David Kinley, President University of Ti- 
nois; A. Lawrence Lowell, President Harvard Uni- 
versity; Samuel Nather, John Barton Payne, Ballon 
Smith, James J. Starrow, Charles D. Wolcott, head 
of the Smithsonian Institution, Washington, D. C.; 
Paul M. Warburg. 

The officials of the Institute are Robert §. 
Brookings, a well known citizen of St. Louis, 
President; Arthur T. Hadley, Vice President; 
David §. Houston, Treasurer; Harold G. 
Moulton, formerly of the Department of Eco- 
nomics, Chicago University, Director. 

The institute took up as the subject of its 
first study, the Reparations question, and re 
cently has embodied the results in a book pub- 
lished by the McGraw-Hill Book Co., Ine. 
New York, under the title “Germany’s Ca- 
pacity to Pay.” The study has come out at an 
opportune time, and gives the most compre 
hensive treatment of the subject that has ap 
peared. It enters thoroughly into Germany's 


trade relations and industrial resources before — 


the war, its trade since the armistice, the pres 


ent industrial situation and the budgetary and 


monetary problems. In dealing with repata- 


tions it brings out clearly the cone Tn 


to which we havd frequently alluded, 
which are often overlooked in current discus 


~~ nse & 


aw maamaewne ae Ae 6 we et ee OO 















ecer De 19 








sion, touching the difficulties which are inher- 
ent in efforts to transfer large sums of capital 
from one country to another. Upon this point 
the authors say: 







The ony, Peirce between the pa of or-. 
'. @inary debts between individuals living in the same 
-eountry and the paying of external debts by a na- 
’ tlon is due to the second aspect of the problem. 
An individval ean pay his domestic obligations with 
the money derived from the profitable sale of goods; 
> put a nation, as we shall see, cannot pay its debts 
_ abroad—except to a very limited degree—with the 
money derived from the excess of revenues above 












ment debts is, moreover, an essentially different 
matter from -the paymient of government debts with- 
in the country. When a government owes its own 
people, it can use for.the purpose the por ae money 
derived from taxation. This, we repeat, is impos- 
sible—except to a very limited extent—in_ the pay- 
ment of debts to foreigners. 


An understanding of what is involved in convert- 
ing available domestic revenues into foreign means 
' of payment is- indispensable to an understanding of 
the whole problem of reparation and international 
debts. The ent of foreign debts involves the 
patios of tangible wealth across the country’s bor- 
: The book has been criticised as making too 
much of an argument for Germany, but this 
seems to be because of its conclusion that Ger- 
many needs a moratorium and a settlement 
which will enable the country to reform its 
monetary system, establish foreign credits and 
recover its position in world trade. We doubt 
if any competent financial authority in France 
or elsewhere would take issue with these 
propositions. The emphasis of France has 
been upon her right to security that after 
Germany had recovered the strength to pay 
she would maintain the willingness to pay. 
The book expresses the opinion that Germany 
possesses the resources to make large pay- 
ments eventually, provided she is free to use 
them and conditions in world trade are such 
that other countries will take German goods 
in the necessary quantities. This opinion is 
‘in line with economic opinion generally. 

The book makes the following comment 
upon general conditions in Europe and some 
of the criticism directed at Europe in this 
country : 
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European countries have been scolded not a little 
for not getting down to work. They have been told 
that if only they would get rid of the excess labor 
On the railroads, in other public enterprises, and in 
government offices generally, and set these people to 
work—if only they would work more hours a day in 
creating wealth—the reconstruction of Europe would 
s00n be completed. This is undoubtedly true. But 
in the complicated profit-making, capitalistic system 
of today there is little point in urging involuntarily 
unemployed people to go to work, when—in conse- 
Quence of disrupted trade and industry—there are 
_ insufficient jobs available. What is the use of scold- 
ing the million and a half of unemployed in Great 
Britain for not getting down to work when British 
_ Markets have bape ge shattered that the employers 
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of malingering and essness; without doubt too 


World owes everyone a living. 






ordinary expenditures. Payment of external govern- — 
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states of mind. But these conditions are in no sense 
the primary causes of low post-war production in 
Europe. * * * * 


Business Cycles and Unemployment 


At the close of the Unem gS Confer- 
ence held in Washington, C., September 
26 to October 13, 1921, Secretary Hoover, as 
Chairman. of the Conference, appointed a 
Committee to make a further study of busi- 
ness cycles and unemployment; it was consti- 
tuted as follows: Owen D. Young, Chairman 
of the General Electric Company; Joseph H. 
Defrees, former President of the: United States 
Chamber of Commerce; Mary Van Kleeck, 
Director of Industria! Studies, Russell Sage 
Foundation; Matthew Woll, Vice President 
American Federation of Labor; Clarence U. 
Wooley, President American Radiator Com- 
pany; Edward Ayre Hunt, secretary. The 
Committee made an arrangement with the 
National Bureau of Economic Research, Inc., 
for an extended review of the subject, and 
the work of the Bureau has been. given to 
the public in two volumes, entitled-“Business 
Cycles and Unemployment” and “Employment 
Hours, and Earnings in Prosperity and De- 
pression.” The former, which constitutes the 
report made for the Committee, was published 
by the McGraw-Hill Book Company, New 
York, and the latter has been published by 
the Bureau on its own account. The first 
named volume consists in large part of a sym- 
posium of papers by persons recognized as 
specialists in different branches of industry 
and economic research, with an introduction 
by Professor Wesley C: Mitchell. 


The general theme is the problem of stabil- 
izing business, and while these papers lack in 
some respects the finish and consistency of a 
work by a single authority, they afford what 
is probably the most comprehensive discus- 
sion of the subject available. 


The second volume named is by Professor 
Willford I. King, and comprises an intensive 
study of available statistics related to the de- 
pression of 1920-22. It contains a great 
amount of instructive information as to the 
effects of the crises. It shows, for instance, 
that there was comparatively little shifting 
from one employment to another; the wage- 
workers who lost their jobs did not as a rule 
get others. In the third quarter of 1921 
about 4,102,000 fewer people were at work 
than in the third quarter of 1920, but unem- 
ployment was much greater in some indus- 
tries than in others. Mines, steam railroads, 
factories and the building trades suffered 
most. Factories engaged in turning out metal 

roducts, vehicles and the like reduced their 
orces about one-half. Small industries as a 
rule adapted themselves to conditions more 
readily. tan Jarge industries... ~.--. .-— .- 


THE NATIONAL CITY BANK OF NEW vale “gg 


i 


Important Aids to Successful : | 
Travel or Business Abroad ~~ 
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O travel arrangement is more important for either a business or 

N pleasure trip than that which provides for a safe and convenient 

method of carrying funds for use abroad. Those who insure the 

safety of such funds with National City Bank Letters of Credit or Travelers’ 

Checks, not only start with these provisions well taken care of—but with 

an introduction to the branches of The National City Bank and affiliated 
institutions throughout the world. 


Americans abroad will find the service offered by the Bank's branches, as 
well.as by those of the International Banking Corporation and by corres- 
pondent banks, an important aid to successful travel or business negotia~ © | 
tion. The facilities made available include the cate and forwarding of mail” ~~ 
and cables, reliable information on all matters of interest to those in strange... § 


countries, and authentic credit and commercial] data. 


Lerrers or Crepit may be arranged for in désired amounts. 
‘“Traverers’ Cuecxs ate issued in $10, $20, $50 and $100 
denominations. They may be secured at the Head Office 
and branches of the Bank and of the International Banking 
Corporation; also from many correspondent ‘banks ae a 


-.out the country. 
CwerTD 


The National City Bank of New York 


Head Office: 55 Watt Street, New York 


Forty-Second Street. Branch: Fifth Avenve Branch: 
4ind Street at Madison Avenue Fifth Avenue at 28th Street 
Bowery Branch: Fifty-seventh Street Office: 
Bowery at Bond Street ; 57th Street at Seventh Avenue 


eAn Invitation 


_ Visit branches of Taz Nationat Crry, Banx and the IntreRNaTIONAL BANKING 


CorPoRATION on your next trip abroad. 





(oan 
arr S J 
pale meri 





